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‘ ' TITLE 3 ' :
DEPARTMENT OF ACCOUNTING AND GENERATL SERVICES

CHAPTER 56
PUBLIC WORKS CONSTRUCTION

Subchapter 1 Rules Providing Value Engineering
' Incentives in Public Works -
‘Contracts .

§3-56-1 Definitions R

§3~56-2 Value engineering incentive clausa

§3~56-3 Preparation, evaluation and acceptance of
VECP . - .

§3-56-4 VE sharing method

§3-56=5 Ganeral provisions

Historical Note: Subchapter 1 of Chapter 56, Title 3,
Rules Providing Value Engineering Incentives in Public
Works Contracts is based substantially upon the :
Department of Accounting and General Services Rules
and Regulations Providing Value Enginasring Incentives
in Public Works Contracts. [Eff. 3/15/68)

SUBCHAPTER ‘1

RULES PROVIDING VALUE ENGINEERING INCENTIVES-
: IN PUBLIC WORKS CONTRACTS .

§3-56-1 Definitions. As used in this subchapter,
unless the context clearly indicates otherwise: :
_ “gcontracting Officer™ neans the officer who, on
behalf of the State, awarded the instant contract and
the officer's duly authorized successor. ' : :

vGovernmant” means U.S. government or State of -
Hawail. ,

"Instant contract” means the single public work
gontract on which the cost savings is based. .

"State" means State of Hawaii. ‘

"Value engineering® neans an organized effort
directed at analyzing the function of construction,
systems, equipment, and supplies for the purpose of
achiaving the required function at the lowest overall
cost consistent with the requirements for performance,
reliability, maintainability, and desired appearance.
"value Enginecering Change Proposal (VECP)" means
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a cosat reduction proposal based on value ongineering.
submittad by the contractor pursuant to a value
engincering incentive c¢lause and particularly iden-
tified as such. - ’

“value Engineering Incentiva Clause (VEIC)" means
a provision in a public works contract that allows the
contractor to share in cost savings that ensue from

cost r tian posals submitted by the contractor.
[(BEE. ﬁﬂfﬁ étb 1§§1 ] (Auth: HRS §103-49) :
(Imp: HRS §103-49)

' §3-56-2 Value en inaering incentive clause. The
following language relating .to the value engineering
incentive clause shall be insarted in all State Publia
Works contracts for amounts in excess of $100,000:

wyalue Engineering Incentive Clause

Ta) 7This clauge applies to a VECP initiated
and developed by the contractor for -
‘changing the drawlngs, designs, specifica-
tions, or other requirements of this con-
tract. This clause does not, howaver,
apply to any VECP unless it is identified
as such by the contractor at the time of
jts submission to the contracting officer.

(b} All VECP shall: S, }

. 1. Result in a savings to the State by
providing less costly items than those
specified herein without impairing any .
of their essential functions and
characteristics such as sarvice life,

‘raliability, economy of operation, ease -

of maintenance, and desired appearance;

and
2. Require, in order to be applied to thisa
_gontract, a change order: to this
' contract. _
{¢) The VECP shall be procassed expeditiously -
and in thsa same manner as prescribed for
any other proposal which would likewise
pecessitate igsuance of a contract change
order. As a minimum, the following infor-
mation shall be submitted by the contractor
with each proposalt _ . o
1., A description of the difference between
the existing contract requirement and

the VECP, and the comparative advantages

" and disadvantages of each;
2, An ftemization of the requirements of
the contract which must be changad if

- . the VECP is adopted and-a recommendation

as to how to make eaach change;
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"3, An estimate of the reduction in per!arm?

ance costs that shall result from
adoption of the VECP taking into account
the costs of implemantation by the
contractor, including any amounts

- attributable to. subcontracts, and the
basis for the estimate;

4. A prediction of any effects the VECPF
would have on other costs to the State,
such as state-furnished property coats,
costs of related items, and costs of
maintenance and operation; '

5. A atatement of the time by which a :

change order adopting the VECP shall be .
i{sgued so as to obtain tha maximum cost
reduction during the remainder of this
contract, noting any effect on the

' gontract tima; and - :

6. The dates of any pravious submissions
of the VECP, the numbers of any govern=
ment contracts undar which submittad
and the previous actions by the govern—
mant, 1f known. '

The State shall not bs liable for any delays

i{n acting upon, or for any failure to act

upon any proposal submitted pursuant to this
clause. The decisions of tha contracting
officer as to the adceptance of any VECP
under this contract shall be final. Unless
and until a changs order applies a VECP to
this contract, the contractor shall remain
obligated to perform in accordance with the
terms of the existing contract. The - '
contracting officer may accept in whole or
in part any VECP submitted pursuant to this
clause by issuing a change order which will
identify the VECP on which it is based.

If a VECP submitted pursuant o this clause
is accepted under this contract, an equi-
table adjustment in’the contract price and
jn any other affected provisions of this - -
contract shall be made in accordance with
this clause and the "changes” clause of this
cdntract. The equitable adjustment shall
f£first ba established by detarmining the
effect on the contractor's cost of perform=
ance, taking into account the contractor's

. cost of implementing the change (including

any amount attributable to subcontracts) .

whe contract price shall than be reduced by

the total estimated dacrease in tha cost of
rformance minus fifty per cent of the
ifference between the amount of such total
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| 53-56~3 Pre aration‘ avaluation and accaptance
of VeECP. (a) TEE contractor shall submit wIEﬁ each

) . ‘~)' .

.

‘agtimated ddcrease and any ascertainable .
costs to tha State which must ba incurred
* to apply the VECP to this contract.

(£} Cost reduction proposals submitted underx .
- the provisions of any other contract also
may ba submitted under this contract for

consideration pursuant to tha terms of this .
clause. ' ' .

(g)) The contractor may restrict the government's
right to use any sheat of a VECP or of the,
supporting data, gubmitted pursuant to thls
clausa, in accordance with the terms of the
following lagend if it igs marked on asuch
shaet. nphis. data furnished pursuant to a’
value engineering incantive clause shall
not be disclosed dutside the government, or
be duplicated, usad, or disclosed, in whole.
or in part, for any purpose other than to
evaluate a value angineering change proposal
gubmitted undar said clause. This restric-
tion does not limit the government's right
to use information contained in this data if
it is or has been obtained from another
source, or is otherwise availabla,.without
1imitations. If such a proposal is accapted
by the State by jgsuance of a change order
under the "changes” clause of sald contract
after the use of this data in auch an eva-
luation, the government shall have the right
to duplicate, use and disclose any data
pertinent to the proposal as accspted, in
any manner apd for any purposs whatsoaver,
and have others so do", If the valua
engineering proposal is accapted, the

-, . . contractor heraby grants to the government

all rights to uss, duplicate or disclose in
whole or part, in any. manner- and for any
purpose, and to hava or permit othera to
‘80, any data reascnably necessary to fully
. : utilize such proposal. Contract medifica~-
. . tions made as a vasult of this clause will -
state that they are made pursuant to it."

[B£f. M:ﬁag 9901393) ] | (A\ll.th:' HB?. :510‘3.:-4'9) )

VECP the information as ligted in the VEIC and provide
all additional information as may be requiraed by the
contracting officer to evaluate and implemant the VECP.
This cost for praparing the VECP shall be part of the
cuptra¢tor's cost for implementing the changa, and-
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compansation will be made only whan the proposal is
accepted by the State and the adjustment in contract
price is made as provided for in the VEIC and §3-56-4.
(b} If tha services of the State's architect,
engineer, or consultant ig necessary to implement the
proposal, the cost therefor shall be considered in
the adjustment of contract price as provided in the
incentive clause and §3-56-4. C
(c}) The evaluation and acceptance of all VECP
shall be in accordance with the requirements as listed
in the value engineering incentive clause.
"(d) Each VECP &hall he evaluatad as applicable .
to the particular project, and past acceptance (on

another state project) for & siatine, VAR S0 98T T

(Auth: HRS §103-49) (Imp: HRS §103-49) -

§3-56~4 VE sharing method, The method by which
the contractor will share a portion of the cost '
savings from an accepted VECP shall be in accordance
with the VEIC (§3-56-2) and the following reguirements:.

‘(1) Contractor's share in cost gavings shall be

for the instant contract only, and no con-
 pideration shall be made for future acquisi-
tion, royalty type payment, or collateral
. . savings; x
(2) The "total estimated decrease™ as used in
the VBIC (§3-56-2) shall be determined by
deducting the contractor's implementation
cost from the gross savings resulting from
the change of contract regquirements; . ,
(3) The State's cost for implemanting the VECP
shall be the cost incurred by the State to
tranaform the VECP into a contract change .
ordar. Included will be additional design
charges of the State's staff and consultant
as may be regquired. '
(se2. MAR 30 1981 1 (Auth: HRS §103-49)
(Imp: HRS §103-49) . .

53-56-5f General Provisions, (a) The processing

' of & VECP shall be similar to that for any proposed

contract change order and ghall be regarded only after
the public works contract is awarded. The inclusion
of the VEIC in the bidding documents shall not be con-
stxued to have an affect on the bids or the selection
of a contractor. : .

(b) Nothing herein shall be construed to mean
that the State must accept or approve any or all VECP
gubmitted under the terms of the VEIC. The contracting
ofticer's interpretation and findings relative to the

-
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APPROVED TQ AS FORMi

The Rules Providing Value Enginecring Incentives .

in Public Works Contracts on the Summary Page dated
were adopted on .~ 4 g €y
.'F’bl'gary 13, 1981

.following a public hearing held on

after public notice was given in the Honolulu Star-

‘Bulletin and Honolulu Advertiser on January 22, 198l.

3.l Thess rules shall take affect ten days after
£i)ing with the Office of the Lieutenant Governor,

' *
» ] - 3 »
L]

. . AbPROVED:.

e ' ﬂi%ﬁﬂ.:{ﬁ‘;{mz =t

COMPTROLLER

h'PPRDVED t

STATE OF HAWAII . '

Dated: W /%/ff/
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DATE BY WHMICil A CHANGE ORDER
£0 AS TO OBTALN MANIMUM COST

1. Reduction in Contract Price (B-H) .
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TARLE OF DISPOSITION

DAGS Fules and Regulations _
Providing Value Enginesring Incantives
in Public Works Contracts
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Format Number
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o - Rules ncpahling Rules Providing Value Enginecring Incen-
3 tives in Public Works Contracts and Adopting Subchapter
’ 1, Chqptar 56 of Title 3, Administrative Rules

R

SEUMMARY
1. Rules of the Department of Accounting and

General Services entitled "Rules and Regulations Pro- =
viding. Value Engineering Incentives in Public Works.

Contracts™, is repealed.

. 2. Chapter 56, Subchapter 1, entitled “"Rules
Providing Value Engineering Incentives in Public Works

Contracts” of Title 3,

Administrative Rules, is adopted.
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Rules of the Department of Accounting and General
Services entitled "Rules and Regulations Providing
value Engineering Incentives in Public Works Contracts",

7 NAR 3019817 ) '
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1!

the Rules Providing Value Engineering Incentives
{n Public Works Contracts on the Summar Pngcé Tated '
. ware adopted on 197198
following a public hearing held on Pebruary 13, 1981
after public notice was given in the Honolulu star-
Bulletin and Honolulu Advertiser on January 22, 1981.

3, These rules shall take effect ten days after
£i1ing with the Office of the Lieutenant Governox.

. IR APPROVED:

COMPTROLLER

GOVERNOR
STATZ OF HAWAII

Dated: W /“f,fﬁ/
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